APPENDIX I.
MINUTE   BY  THE   HONORABLE   SIR   DAVID   BARBOUR,1   K. C.  S. I.
i. In dealing with the currency of British India it is necessary to draw a distinction between the active rupee circulation and the total number of rupees in existence. A large proportion of the rupees issued from the mints and not melted down are kept as permanent hoards and fulfill none of the functions of money. This distinction cannot, however, be sharply drawn, as rupees are always liable to pass from hoards into the active circulation, and vice versa. What I call the active rupee circulation may be held to include all the rupees which at some period of each year are used as money.
The total active rupee circulation has recently been estimated at Rx. 115,000,000.
Without accepting these figures as more than an approximation to the truth, they are sufficient to show that a gold standard with a purely gold currency is impossible in India. To establish a gold currency in India with a full legal tender currency composed entirely of gold, it would be necessary to withdraw from circulation about 1,150 millions of rupees, to melt them down, and sell them for what they would fetch as silver bullion, and then to replace them by about ^77,000,000 worth of gold.
In the present conditions of India and of the silver and gold markets this would be an impossible operation.
Moreover, a gold standard with a purely gold currency of full legal tender coins would not suit India (even if it were possible to introduce it), because the gold coins would in practice be of too great value to suit the vast majority of Indian transactions.
2. It follows from what has been stated in the preceding paragraph that if we are to have a gold standard in India, a large proportion of the circulation must consist of silver coins, and these coins must be a legal tender to any amount. The example of France and other countries shows that it is possible to have a gold standard, although a large per-
1 Appendix I., Minutes of the Indian Currency Committee, p. 147.
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